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AGENDA OF A REGULAR MEETING - NATIONAL CITY CITY COUNCIL/
COMMUNITY DEVELOPMENT COMMISSION — HOUSING AUTHORITY OF
THE CITY OF NATIONAL CITY

COUNCIL CHAMBERS
CIVIC CENTER
1243 NATIONAL CITY BOULEVARD
NATIONAL CITY, CALIFORNIA

TUESDAY, DECEMBER 13, 2016 — 6:00 PM

ORDER OF BUSINESS: Public sessions of all Regular Meetings of the
City Council / Community Development Commission - Housing
Authority (hereafter referred to as Elected Body) begin at 6:00 p.m. on
the first and third Tuesday of each month. Public Hearings begin at
6:00 p.m. unless otherwise noted. Closed Sessions begin at 5:00 p.m.
or such other time as noted. If a workshop is scheduled, the subject
and time of the workshop will appear on the agenda. The Mayor and
Council members also sit as the Chairperson and Members of the
Board of the Community Development Commission (CDC).

REPORTS: All open session agenda items and reports as well as all
documents and writings distributed to the Elected Body less than 72
hours prior to the meeting, are available for review at the entry to the
Council Chambers. Regular Meetings of the Elected Body are webcast
and archived on the City’s website www.nationalcityca.gov.

PUBLIC COMMENTS: Prior to the Business portion of the agenda, the
Elected Body will receive public comments regarding any matters
within the jurisdiction of the City and/or the Community Development
Commission. Members of the public may also address any item on the
agenda at the time the item is considered by the Elected Body.
Persons who wish to address the Elected Body are requested to fill out
a “Request to Speak” form available at the entrance to the City Council
Chambers, and turn in the completed form to the City Clerk. The Mayor
or Chairperson will separately call for testimony of those persons who
have turned in a “Request to Speak” form. If you wish to speak, please
step to the podium at the appropriate time and state your name and
address (optional) for the record. The time limit established for public
testimony is three minutes per speaker unless a different time limit is
announced. Speakers are encouraged to be brief. The Mayor or
Chairperson may limit the length of comments due to the number of
persons wishing to speak or if comments become repetitious or
irrelevant.

WRITTEN AGENDA: With limited exceptions, the Elected Body may
take action only upon items appearing on the written agenda. Items
not appearing on the agenda must be brought back on a subsequent
agenda unless they are of a demonstrated emergency or urgent
nature, and the need to take action on such items arose after the
agenda was posted.

CONSENT CALENDAR: Consent calendar items involve matters
which are of a routine or noncontroversial nature. All consent items are
adopted by approval of a single motion by the City Council. Prior to
such approval, any item may be removed from the consent portion of
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the agenda and separately considered, upon request of a
Councilmember, a staff member, or a member of the public.

Upon request, this agenda can be made available in appropriate alternative formats to persons with a
disability in compliance with the Americans with Disabilities Act. Please contact the City Clerk’s Office at
(619) 336-4228 to request a disability-related modification or accommodation. Notification 24-hours prior
to the meeting will enable the City to make reasonable arrangements to ensure accessibility to this
meeting.

Spanish audio interpretation is provided during Elected Body Meetings. Audio headphones are available
in the lobby at the beginning of the meeting.

Audio interpretacién en espafiol se proporciona durante sesiones del Consejo Municipal. Los audiéfonos
estan disponibles en el pasillo al principio de la junta.

COUNCIL REQUESTS THAT ALL CELL PHONES AND PAGERS BE TURNED OFF DURING CITY
COUNCIL MEETINGS.
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OPEN TO THE PUBLIC

A. CITY COUNCIL

CALL TO ORDER

ROLL CALL

PLEDGE OF ALLEGIANCE TO THE FLAG

PUBLIC COMMENTS (THREE-MINUTE TIME LIMIT)

PROCLAMATIONS

AWARDS AND RECOGNITIONS

1.

Employee of the Quarter 2016 - Paul Kane, Fire Engineer

PRESENTATIONS

INTERVIEWS / APPOINTMENTS

CONSENT CALENDAR

2.

Motion of the City Council of the City of National City approving the
waiving of the reading of the text of the Ordinances considered at this
meeting and providing that such Ordinances shall be introduced and/or
adopted after a reading of the title only. (City Clerk)

Resolution of the City Council of the City of National City authorizing the
Mayor to execute a First Amendment to the Service Agreement between
the City of National City and MediFit Community Services LLC, doing
business as EXOS, exercising the option to extend the term by 12 months
beginning July 1, 2017 and ending on June 30, 2018. (Community

Services)

Resolution of the City Council of the City of National City, 1) awarding a
contract to Palm Engineering Construction Company, Inc. in the not-to-
exceed amount of $983,756.49 for the Division Street Traffic Calming
Project, CIP No. 16-09; 2) authorizing a 15% contingency in the amount of
$147,563.47 for any unforeseen changes; and 3) authorizing the Mayor to
execute the contract. (Engineering/Public Works)

PUBLIC HEARINGS

ORDINANCES FOR INTRODUCTION
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(A) __An Ordinance of the City Council of the City of National City
establishing the compensation of the Mayor and the City Council. (City
Attorney): (B) An Ordinance of the City Council of the City of National City
establishing the Retiree Health Care Benefits for the Mayor and City
Council. (City Attorney)

ORDINANCES FOR ADOPTION

NON CONSENT RESOLUTIONS

6.

Resolution of the City Council of the City of National City authorizing the
following actions to facilitate completion of priority Capital Improvement
Program (CIP) projects: 1) release of General Fund (GF) appropriations in
the amount of $990,460.24 from Civic Center Chiller, Kimball Tower
Rehab, George H. Waters Nutrition Center Improvements (Phases | & 1),
Kimball Recreation Center Roof Replacement, MLK Jr Community Center
Improvements, and Casa de Salud Manuel Portillo Youth Center
Improvements projects; 2) appropriate $990,460.24 to corresponding GF
expenditure _accounts for Police Department Building Improvements
(Phase 1), ARTS Center Roof Replacement, Drainage Improvements, and
Street Resurfacing projects; 3) release of Information Systems
Maintenance (ISM) appropriations in the amount of $70,171.70 from
Security Card Access System and Civic Center Data Center AC projects;
and 4) appropriate $70,171.70 to corresponding ISM expenditure account
for Public Safety Cameras project for the National City Aquatic Center.
(Engineering/Public Works)

Resolution of the City Council of the City of National City authorizing the
Mayor to execute a Site Infrastructure Agreement between the City of
National City and Paradise Creek Il Housing Partners, L.P., a California
limited partnership, to subcontract the City to perform remediation work
needed on the public park component of the Westside Transit-Oriented
Affordable Housing and Paradise Creek Enhancement Project and pay the
City $4,800,000 in satisfaction of Paradise Creek Il Housing Partners
obligation to improve said public park and establishing the appropriation
and corresponding revenue budget for said Agreement. (Housing &
Economic Development)

NEW BUSINESS

Selection of Vice-Mayor

Temporary Use Permit — South Bay Community Church requesting to
have a shipping container for storage at 2400 Euclid Avenue from
December 14, 2016 thru December 14, 2017 with no waiver of fees.
(Neighborhood Services)
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10. Temporary Use Permit — “Frank King’s Christmas with Kids” hosted by
Christmas with Kids at 223 E. 3rd Street on December 25, 2016 from 7
am. to 11 a.m. The applicant has requested a waiver of fees.
(Neighborhood Services)

11. Scheduling of City Council workshops related to the discussion and
preparation of the City of National City’s annual budget for Fiscal Year
2018 and Five-Year Strategic Plan. (Finance)

12. Staff Report: Fiscal Year 2016 and 1st Quarter Fiscal Year 2017 Budget
Review. (Finance)

B. COMMUNITY DEVELOPMENT COMMISSION-HOUSING AUTHORITY

PUBLIC HEARINGS- HOUSING AUTHORITY

CONSENT RESOLUTIONS- HOUSING AUTHORITY

NON CONSENT RESOLUTIONS- HOUSING AUTHORITY
NEW BUSINESS- HOUSING AUTHORITY

C. REPORTS

STAFF REPORTS

MAYOR AND CITY COUNCIL
CLOSED SESSION REPORT
ADJOURNMENT

Regular Meeting of the City Council and Community Development
Commission - Housing Authority of the City of National City - Tuesday -
January 17, 2016 - 6:00 p.m. - Council Chambers - National City,
California.

City Council and Community Development Commission - Housing
Authority of the City of National City Meeting Schedule for the Period
December 20, 2016 through January 17, 2017:

December 20, 2016 - Dispense with Meeting - 6:00 pm
January 03 - Dispense with Meeting - 6:00 pm
January 17 - Regular Meeting - 6:00 pm
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The following page(s) contain the backup material for Agenda Item: Employee of the

Quarter 2016 - Paul Kane, Fire Engineer
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The following page(s) contain the backup material for Agenda Item: Motion of the City
Council of the City of National City approving the waiving of the reading of the text of
the Ordinances considered at this meeting and providing that such Ordinances shall be
introduced and/or adopted after a reading of the title only. (City Clerk)
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ITEM #
12-13-16

MOTION OF THE CITY COUNCIL OF THE CITY OF NATIONAL CITY
APPROVING THE WAIVING OF THE READING OF THE TEXT OF THE
ORDINANCES CONSIDERED AT THIS MEETING AND PROVIDING
THAT SUCH ORDINANCES SHALL BE INTRODUCED AND/OR
ADOPTED AFTER A READING OF THE TITLE ONLY.

(CITY CLERK)
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The following page(s) contain the backup material for Agenda Item: Resolution of the
City Council of the City of National City authorizing the Mayor to execute a First
Amendment to the Service Agreement between the City of National City and MediFit
Community Services LLC, doing business as EXOS, exercising the option to
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CITY OF NATIONAL CITY, CALIFORNIA
COUNCIL AGENDA STATEMENT

MEETING DATE:  pecember 6, 2016 AGENDA ITEM NO.

ITEM TITLE:

Resolution of the City Council of the City of National City authorizing the Mayor to execute a First
Amendment to the Service Agreement between the City of National City and MediFit Community
Services LLC, doing business as EXOS, exercising the option to extend the term by 12 months
beginning July 1, 2017 and ending on June 30, 2018. (Community Services)

PREPARED BY: Audrey Denham DEPARTMENT: Community Services
PHONE: 619-336-4243 APPROVED BY:
EXPLANATION:

See attached staff report.

FINANCIAL STATEMENT: APPROVED: Finance
ACCOUNT NO. APPROVED: MIS
During FY18 budget development staff will include $422,000 in the Community Services Contract
Services account.

ENVIRONMENTAL REVIEW:

This is not a project and, therefore, is not subject to environmental review.

ORDINANCE: |\ TRODUCTION: FINAL ADOPTION:

STAFFE RECOMMENDATION:
Adopt the resolution authorizing the Mayor to execute a First Amendment to the Service Agreement
between the City of National City and EXOS.

BOARD / COMMISSION RECOMMENDATION:
N/A

ATTACHMENTS:

1. Staff Report
2. Service Agreement
3. Amendment to Service Agreement
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City Council Staff Report

December 13, 2016
ITEM

Staff Report: Resolution of the City Council of the City of National City authorizing the Mayor
to execute a First Amendment to the Service Agreement between the City of National City and
MediFit Community Services LLC, doing business as EXOS, exercising the option to extend the
term by 12 months beginning July 1, 2017 and ending on June 30, 2018.

BACKGROUND

On November 3, 2015 City Council approved a 20 month Service Agreement with MediFit
Community Services LLC, now doing business as EXOS, to provide aquatic services at Las
Palmas Pool. As a result, the City and EXOS successfully reopened Las Palmas Pool in February
2016 providing recreational swim, lap swim, aquatic exercise classes, learn to swim classes and
facility rentals. The Service Agreement with EXOS is set to expire on June 30, 2017, and an
extension is required in order to continue providing uninterrupted services to National City
residents. Upon mutual agreement the City and EXOS may extend the term of the Service
Agreement for an additional 12 months, extending the Service Agreement until June 30, 2018.

SUMMARY OF FIRST AMENDMENT

City staff and EXOS have been negotiating a 12 month extension to the Service Agreement,
which includes a new EXOS operating budget and revisions to agreement language to reflect
actual operations.

The new EXOS operating budget is estimated at $422,000 for Fiscal Year 2018 (FY 18) and
includes payroll and staffing expenses, marketing and administrative costs and monthly base
management fees. There is an increase in EXOS’ operating expenses and monthly management
fees of $28,000 from FY17 to FY18. This increase is attributable to an increase in services,
specifically the National School District third grade learn to swim program. The $28,000
increase is offset by $40,000 paid to the City by the National School District for the third grade
learn to swim program. The City will continue to be financially responsible for utilities,
chemicals, facility and landscape maintenance, and janitorial services. In addition, revenue
generated from recreational programs and facility rentals will continue to be collected by EXOS
and submitted to the City.

Additional revisions to the agreement to reflect actual operations include the following:
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Page 2
Staff Report — First Amendment to the Service Agreement between the City and EXOS
December 13, 2016

Acceptance of the name change from MediFit to EXOS.

Addition of the National School District third grade learn to swim program.
Change in operating hours to accommodate lap swimmers at 5:00 a.m.
Addition of the City’s Social Media Policy.

Clarification on how EXQOS invoices the City, and how revenue is collected and
submitted to the City.

6. Addition of language prohibiting consumption of alcohol at Las Palmas Pool.

agrwdE

RECOMMENDATION

Adopt the resolution authorizing the Mayor to execute a First Amendment to the Service
Agreement between the City of National City and EXOS.

FISCAL IMPACT

During FY18 budget development staff will include $422,000 in the Community Services
Contract Services account.
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The following page(s) contain the backup material for Agenda Item: Resolution of the
City Council of the City of National City, 1) awarding a contract to Palm Engineering
Construction Company, Inc. in the not-to-exceed amount of $983,756.49 for the Division
Street Traffic Calming Project, CIP No. 16-09; 2) authorizing a
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The following page(s) contain the backup material for Agenda Item: (A) An Ordinance
of the City Council of the City of National City establishing the compensation of the

Mayor and the City Council. (City Attorney); (B) An Ordinance of the City Council of
the City of National City establishing the Retiree Health Care B
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The following page(s) contain the backup material for Agenda Item: Resolution of the
City Council of the City of National City authorizing the following actions to facilitate
completion of priority Capital Improvement Program (CIP) projects: 1) release of
General Fund (GF) appropriations in the amount of $990,460.24 from
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CITY OF NATIONAL CITY, CALIFORNIA
COUNCIL AGENDA STATEMENT

MEETING DATE: [Decerqber 13, 2016 AGENDA ITEM NO. |

ITEM TITLE:

Resolution of the City Council of the City of National City authorizing the following actions to facilitate
completion of priority Capitai Improvement Program (CIP) projects: 1) release of General Fund (GF)
appropriations in the amount of $990,460.24 from Civic Center Chiller, Kimball Tower Rehab, George H.

Community Center Improvements, and Casa de Salud Manuel Portiiic Youth Center improvements projects; 2)
appropriate $990,460.24 to corresponding GF expenditure accounts for Police Department Building
Improvements (Phase l), ARTS Center Roof Replacement, Drainage Improvements, and Street Resurfacing
projects; 3) release of Information Systems Maintenance (ISM) appropriations in the amount of $70,171.70 from
Security Card Access System and Civic Center Data Center AC projects; and 4) appropriate $70,171.70 to
corresponding ISM expenditure account for Public Safety Cameras project for the National City Aquatic Center

PREPARED BY: Stephen Manganiello DEPARTMENT: Engineering/Public Works

PHONE:  {(619) 3364382 APPROVED BY:
EXPLANATION:
See attached.

P s 2

FINANCIAL STATEMENT: APPROVED: 24 e M =" Finante
ACCOUNT NO. APPROVED: MIS
See attached.
ENVIRONMENTAL REVIEW:
N/A
ORDINANCE: INTRODUCTION: [| | FINAL ADOPTION: |:|
STAFF RECOMMENDATION:

Adopt Resolution authorizing release of funds from various Capital Improvement Program (CIP) projects in order to increase
appropriations for other CIP projects, which are either in construction or ready for construction bidding.

BOARD / COMMISSION RECOMMENDATION:

IN/A

ATTACHMENTS:
1. Explanation
2. Financial Statement
3. Resolution
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The following page(s) contain the backup material for Agenda Item: Selection of Vice-

Mayor
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The following page(s) contain the backup material for Agenda Item: Temporary Use
Permit — South Bay Community Church requesting to have a shipping container for
storage at 2400 Euclid Avenue from December 14, 2016 thru December 14, 2017 with no
waiver of fees. (Neighborhood Services)
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The following page(s) contain the backup material for Agenda Item: Temporary Use
Permit — “Frank King’s Christmas with Kids” hosted by Christmas with Kids at 223 E.
3rd Street on December 25, 2016 from 7 a.m. to 11 a.m. The applicant has requested a
waiver of fees. (Neighborhood Services)
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The following page(s) contain the backup material for Agenda Item: Scheduling of City
Council workshops related to the discussion and preparation of the City of National
City’s annual budget for Fiscal Year 2018 and Five-Year Strategic Plan. (Finance)
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CITY OF NATIONAL CITY, CALIFORNIA
COUNCIL AGENDA STATEMENT

MEETING DATE:  December 13, 2016 AGENDA ITEM NO.

ITEM TITLE:

Scheduling of City Council workshops related to the discussion and preparation of the City of National
City’s annual budget for Fiscal Year 2018 and Five-Year Strategic Plan.

PREPARED BY: Ed Prendell, Budget Analyst DEPARTMENT: Finance
PHONE: 619-336-4332 APPROVED BY: LW Ww
EXPLANATION:

The City of National City operates on a fiscal year calendar: July 15 through June 30" of the following year. On or
before June 30™ of each year, the operating budget for the following fiscal year is presented to the City Council for
adoption. The process of developing the City’s annual budget includes a series of events over a four to five month
period, including departmental budget reviews and appropriation requests, community meetings via Neighborhood
Councils, financial review/analysis by the Department of Finance, and City Council workshops.

The fiscal year 2018 annual budget schedule includes a City Council workshop scheduled for February 7, 2017 at 4:00
pm to discuss the City Council’s budgetary priorities. In addition, two workshops have been tentatively scheduled for
April 25 and May 23, 2017, each at 4:00 pm, for presentation and discussion of the preliminary budget. The latter
meeting date may not be needed but is placed on the calendar as a contingency.

The City’s five-year Strategic Plan is updated every two years, historically in conjunction with the budget process.
Therefore, a strategic planning workshop has been tentatively scheduled with the City Council for March 21, 2017 at
4:00 pm.

With this item, staff seeks approval of these tentative budget and strategic planning workshop dates. In the alternative,
if the dates are not agreeable to the majority of the City Council, direction on alternative dates is sought.

FINANCIAL STATEMENT: APPROVED: ‘“Z#ank. Zplzt="  Finance
ACCOUNT NO. APPROVED: MIS

There is no fiscal impact associated with this item.

ENVIRONMENTAL REVIEW:
This is not a project and, therefore, not subject to environmental review.

ORDINANCE: INTRODUCTION: FINAL ADOPTION:

STAFF RECOMMENDATION:
Approve staff's recommended budget and strategic planning workshop dates.

BOARD / COMMISSION RECOMMENDATION:
NA

ATTACHMENTS:
Budget & Strategic Planning Schedule — Fiscal Year 2018
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BUDGET & STRATEGIC PLANNING SCHEDULE - FISCAL YEAR 2018

DATE & TIME

DESCRIPTION

DEPARTMENT

Tuesday, Feb. 7th
4 PM

City Council budget priorities

Council/Staff

Tuesday, Feb. 7th
6 PM

Request direction from the City Council for Budget Workshops
and Budget Adoption dates

Council/Staff

Tuesday, Feb. 28th

City Council - Capital Improvement Program: Needs Assessment

Council/Staff

4 PM and Funding Options
TENTATIVE
Tuesday, Mar. 21st City Council - Strategic Planning Workshop Council/Staff
4 PM
TENTATIVE
TENTATIVE
Tuesday, Apr. 25th Budget Workshop / Preliminary Budget Presentation Council/Staff
4 PM
TENTATIVE
Wednesday, May 3rd Neighborhood Council presentations (Kimball Neighborhood Finance
6:30 PM Council Meeting)
Thursday, May 11th Neighborhood Council presentations (El Toyon Neighborhood Finance
6:30 PM Council Meeting)
Wednesday, May 17th | Neighborhood Council presentations (Las Palmas Neighborhood| Finance

6:30 PM Council Meeting)
TENTATIVE
Tuesday, May 23rd Budget Workshop (Tentative) Council/Staff
4 PM
TENTATIVE
TENTATIVE

Tuesday, Jun. 6th
6 PM

Budget Hearing / Adoption of Budget

TENTATIVE

Council/Staff
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The following page(s) contain the backup material for Agenda Item: Staff Report: Fiscal
Year 2016 and 1st Quarter Fiscal Year 2017 Budget Review. (Finance)
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CITY OF NATIONAL CITY, CALIFORNIA
COUNCIL AGENDA STATEMENT

MEETING DATE: December 13, 2016 AGENDA ITEM NO.

ITEMTITLE:
Staff Report: Fiscal Year 2016 and 1% Quarter Fiscal Year 2017 Budget Review.

PREPARED BY: Mark Roberts, Director of Finance DEPARTMENT: Finance

PHONE: 619-336-4265 APPROVED BY: P and. Zpliates ™
EXPLANATION:

See attached staff report.

FINANCIAL STATEMENT: APPROVED: “Z# 2k falzts Finance
ACCOUNT NO. APPROVED: MIS
NA

ENVIRONMENTAL REVIEW:

This is not a project and, therefore, not subject to environmental review.

ORDINANCE: INTRODUCTION: FINAL ADOPTION:

STAFF RECOMMENDATION:
Accept the staff report as presented.

BOARD / COMMISSION RECOMMENDATION:
NA

ATTACHMENTS:
Staff report
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December 13, 2016

ITEM
Staff Report: Fiscal Year 2016 and 1% Quarter Fiscal Year 2017 Budget Review
BACKGROUND

Consistent with the City of National City’s Strategic Plan element of providing consistent
financial updates, this report provides a review of the financial operating results of the City for
fiscal year 2016 and a status report for the first quarter of fiscal year 2017.

Budgets are projections based on known and anticipated future revenues and expenditure
obligations. Throughout the fiscal year, staff monitors and analyzes actual revenues and
expenditures against projections, providing periodic reports to the City Council, City Manager,
and department directors. The totals presented herein for fiscal year 2016 are a summary of the
actual revenues and expenditures compared to the corresponding budgeted amounts for the year.
However, as of the date of this report, the independent audit for fiscal year 2016 has not
concluded. As a result, the actual amounts are subject to change should adjustments be
necessary prior to closing the books for the period. The fiscal year 2017 first quarter data
reflects revenue and expenditure totals for the period of July 1% through September 30™
compared to the same period for the prior year.

DISCUSSION

Fiscal Year 2016

One of the major activities following the end of a fiscal year is the preparation for the annual
audit of the City’s financial records and completion of the comprehensive annual financial report
(CAFR). This work includes such activities as processing final invoices for services and
products provided by outside vendors prior to fiscal year-end; ensuring all revenues and
expenditures have been appropriately accounted for; and comparing bank and investment
account statements with general ledger balances, reconciling discrepancies, and posting adjusting
(journal) entries as necessary. Much of this work has been completed, and it is anticipated the
fiscal year 2016 CAFR will be completed by December 29, 2016.

It is expected the CAFR will show an increase in the total fund balance of the City’s General
Fund due to a combination of overall cost savings and revenues which exceeded projections.
The variances between budgeted and actual revenues and expenditures are summarized below.
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Staff Report — Fiscal Year 2016 and 1% Quarter Fiscal Year 2017 Budget Review

December 13, 2016

Revenues

The City receives revenues from various sources, some of which provide unrestricted cash that
may be used at the City’s discretion. Other revenues are reserved for specified purposes, for

example, grant funds received for capital projects. Actual revenues for fiscal year 2016, listed by

source in the table below, were higher than the budgeted total by more than $5.3 million.

Fiscal Year-End Revenue Totals

Adjusted Actual

Revenue Source Budget! (Estimated) Variance

Sales & Use Tax $ 14,703,370 $ 15,033,297 $ 329,927
District Transactions & Use Tax 10,216,000 10,607,345 391,345
Property Tax? 2,114,005 1,927,422 (186,584)
Property Tax in Lieu of VLF 5,736,819 5,690,092 (46,727)
Property Tax in Lieu of Sales Tax 3,255,629 3,372,747 117,118
Other Revenue 11,537,379 16,242,270 4,704,891
Total $ 47,563,202 $ 52,873,172 | $ 5,309,970

1 adopted budget, plus budget adjustments
2 reflects reduction for property tax allocation to the Library and Parks Maintenance funds

The positive variances (actual vs budget) of $329,927 in sales & use tax revenue and $391,345 in
district transactions & use (“Proposition ‘D’”) tax revenue resulted from growth in retail sales
that exceeded expectations, especially in the categories of autos & transportation and business &
industry. Property taxes for fiscal year 2016 were less than anticipated by $186,584. Staff uses
the best information available to project these revenues at the time of budget development;
however, these estimates are prepared in advance of the release of assessed values by the San
Diego County Assessor in June and subsequent adjustments to those values. The primary
contributors to the negative variance are the exemption of the Park Villas Apartments property
and a drop in the taxable value of unsecured properties.

Property tax in lieu of VLF (Vehicle License Fee) revenue ended the year slightly below its
budgeted amount. However, this revenue, which is tied directly to the annual reported change in
assessed value, has consistently climbed over the past five years, when excluding exemptions,
changes in ownership, and completion of new construction. The State Department of Finance
determines the City’s property tax in lieu of sales tax allocation after adoption of the City’s
budget. This revenue was higher than estimated during preparation of the budget.

The “Other Revenue” category includes various accounts related to ongoing City operations,
one-time events, and capital projects reimbursements. The positive variance of $4.7 million in
this category is the net result of variances across multiple accounts. Significant components
include the following unbudgeted or over-realized revenues:
e $1.3 million in unbudgeted reimbursements related to capital projects ($972,372 from the
Port of San Diego for construction of the Aquatic Center and $339,118 for the WI-TOD
site remediation and Public Works relocation projects);
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Staff Report — Fiscal Year 2016 and 1% Quarter Fiscal Year 2017 Budget Review
December 13, 2016

e the unanticipated $704,121 General Fund share of the $1.8 million settlement agreement
between the City and Rosenow Spevacek Group, Inc. (“RSG”) identified during the fiscal
year 2016 mid-year budget review;

e atransient occupancy tax revenue positive variance of $610,588 resulting from the
improving economy (The fiscal year 2017 budget accounts for an increase in this
revenue);

e residual balance distributions and administrative costs reimbursements from the
Successor Agency totalling $421,532 more than budgeted;

e unbudgeted overtime reimbursements of $240,913 for the Fire Department strike team’s
participation in fighting various wildfires throughout the State in the amount.

Expenditures

As of June 30, 2016, General Fund expenses totaled $49.1 million, $5.6 million less than the
adjusted budget of $54.7 million. Of this variance, $3.9 million is attributable to amounts
budgeted, but not spent, for various capital projects. The unspent capital project appropriations
have been carried over to the fiscal year 2017 budget and remain committed to the capital
projects approved by Council.

Fiscal Year-End Expenditure Totals

Adjusted Actual

Expenditure Type Budget! (Estimated) Variance

Personnel Services $ 31,488,006 $ 31,064,807 $ 423,199
Maintenance & Operations 6,116,917 5,204,556 912,362
Capital Projects 9,932,895 6,016,709 3,916,185
Internal Service Charges 6,766,121 6,674,612 91,509
Other Expenditures 434,899 149,901 284,998
Total $ 54,738,838 $ 49,110,585 | $ 5,628,253

! adopted budget total, plus budget amendments, encumbrances, & capital projects appropriations carried forward from previous fiscal year(s)

The remaining $1.7 million of the variance is due to operational cost savings. Personnel cost
savings primarily were due to vacant authorized positions in the City Manager’s Office,
Engineering & Public Works Department, and City Attorney’s Office. Many of these positions
have been filled, which likely will decrease savings in fiscal year 2017. Maintenance &
operations (“M&0O”) savings were realized in various accounts, particularly in professional
services, contract services, and unemployment insurance. The variance in “Other Expenditures”
results from savings in the Refunds, Contributions and Special Payments category, the largest of
which occurred in the Fee Study and Successor Agency Property Management accounts, and in
the Provision for Contingency account, which is used to provide funding for various small
unanticipated expenses not attributable to a specific department. (The fee study will be
conducted in fiscal year 2017, and funds have been appropriated accordingly.)
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Transfers In/Out

While technically not revenues and expenditures (and, hence, not shown above), transfers in and
out of the General Fund contribute to fund balance increases and decreases, respectively.
Transfers out from the General Fund were $79,998 less than their budgeted total. No transfers
into the General Fund were budgeted, but $2.5 million was transferred from various internal
service funds to fund the new Facilities Maintenance Reserve.

Net Impact on Fund Balance

Fiscal year 2016 revenues, expenditures, and transfers resulted in an estimated fund balance gain
of $3.3 million, as compared to the budgeted usage of $2.4 million, a positive difference of $5.7
million. However, due to the various factors affecting the categories of fund balance —
nonspendable, restricted, committed, assigned, and unassigned, the impact of fiscal year 2016
operations on each category is not yet known.

Fund Balance Change — Actual vs Budget (Estimated)

Actual Adjusted
(Estimated) Budget Variance
Revenues $ 52,873,172 $ 47,563,202 | $ 5,309,970
Transfers In 2,500,679 - 2,500,679
Total Revenues & Transfers In $ 55373851 | $ 50421,106 | $ 7,810,649
Expenditures $ (49,110,585)| $ (54,738,838)| $ 5,628,253
Transfers Out (2,954,340) (3,034,338) 79,998
Total Expenditures & Transfers Out | $ (52,064,926)| $ (57,773,176)| $ 5,708,251

Fund Balance Gain/(Usage) $ 3,308,926 $ (2,399,325)

Beginning Fund Balance $ 40,972,080 $ 40,972,080

Ending Fund Balance $ 44,281,006 $ 38,572,755

15t Quarter Fiscal Year 2017

The most useful information at the end of the first quarter (July 1% through September 30™) is a
comparison of the fiscal-year-to-date totals of the City’s major revenue sources and expenditure
categories for the period for the current and prior fiscal years. This information is summarized in
the tables below.
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Revenues

1%t Quarter Revenue Comparison

Revenue Source FY 16 FY 17

Sales & Use Tax $ 1,197,705 $ 1,839,466
District Transactions & Use Tax 907,602 1,037,040
Property Tax 43,475 44,431

Property Tax in Lieu of VLF - -
Property Tax in Lieu of Sales Tax - -
Other Revenue 1,808,549 1,769,405
Total $ 3,957,331 $ 4,700,342

Since it is early in the fiscal year, the ability to project year-end revenue totals is limited. Some
facts are known, however. The spike in fiscal-year-to-date sales & use tax revenue is mostly due
to the elimination of the property tax in lieu of sales tax, which was created in conjunction with
the “triple flip,” the State’s sales-tax-shifting mechanism whereby one-quarter of the 1% local
sales tax was taken by the State to repay its economic recovery bonds and replaced with county
property tax revenue. The elimination of the property tax in lieu of sales tax and restoration of
the full 1% local sales & use tax will result in higher sales & use tax revenue in fiscal year 2017
and future years. The increase also is due to the improved economy and a higher “make-up”
distribution received from the State during the first quarter of fiscal year 2017 than in the prior
fiscal year. The make-up distribution is a quarterly payment to account for the shortage of
advanced payments for these revenues in relation to actual collections. However, since the
make-up distributions received during the first quarter are associated with increases for their
corresponding prior fiscal years, they have no bearing on current-year outcomes. The growth in
district transactions & use tax revenue also is attributable to the economy and a higher make-up
distribution.

Fiscal year 2017 property tax revenue is expected to only slightly exceed that of fiscal year 2016,
consistent with budgeted totals. While the revenue is low for both years, this is normal at this
point of the year, as the largest portions of property tax revenues are typically received in
December and April, corresponding to tax due dates.

Having received information from the County regarding fiscal year 2017 distribution of property
tax in lieu of VVLF, staff can report that this revenue will be $5,909,395, $7,172 above budget.
As noted above, the property tax in lieu of sales tax has been eliminated; therefore, this revenue
will no longer be received. Because the distribution of these “in lieu of” revenues occurs at the
same time as property taxes, i.e., in December and April, no allocations of either revenue was
received in the first quarter of the current or previous fiscal year.
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Expenditures

1% Quarter Expenditure Comparison

Expenditure Type FY 16 FY 17

Personnel Services $ 6,329,138 $ 6,806,535
Maintenance & Operations 519,733 485,322
Other Expenditures 2,684,649 2,841,334
Total $ 9,533,520 $ 10,133,190

As with revenues, year-end expenditure totals are difficult to project. Also as with revenues,
however, facts are known, given information available. Personnel costs are higher than fiscal
year 2016’s at the same point due to modest increases to staffing and compensation, and, as
noted above, cost savings are less likely due to the filling of vacant positions. Fiscal-year-to-date
2017 M&O expenditures are slightly lower than for fiscal year 2016 due to the timing of these
expenses. And although cost savings are again likely in fiscal year 2017, the savings margin
(actual vs budget) is likely to be smaller than in recent years due, in part, to the implementation
of budget measures designed to improve expenditure projections.

Budgetary Outlook

The fiscal year 2017 planned use of General Fund fund balance is $5.4 million. Additional labor
costs are likely to be significant with expected increases in pension contribution rates having a
compounding effect. The $500,000 appropriation to meet the San Diego Association of
Governments (SANDAG) “maintenance of effort” requirement for TransNet allocations added in
fiscal year 2016 continues, as well as operating support for the Housing Choice VVoucher
program. And the need to replace aging fleet vehicles adds pressure on the current year’s and
future budgets. However, based on the City’s recent history, the actual use of fund balance is
anticipated to be lower than this amount due to conservative revenue projections and spending.

Conclusion

As discussed above, the City’s financial operating results for fiscal year 2016 were positive with
overall revenues surpassing projections and expenditures in all major categories ending the year
well below budget. Thus, the fund balance of the General Fund grew. But while over-realized
revenues and fiscal prudence played a role in this outcome, events that cannot be assumed to
continue at the same levels also contributed, including unbudgeted one-time revenues and
unspent capital appropriations.

Factors likely to affect fund balance in the future include the following:
e Actuarial adjustments by the California Public Retirement System (CalPERS) are

estimated to require increases in the City’s employer contribution to employee pension
funds into the foreseeable future. For fiscal year 2018, the City’s contribution is
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estimated to increase over the fiscal year 2017 rate by 1.66% of payroll to 27.462% for
miscellaneous employees and by 2.95% to 48.005% for public safety employees.

e An assessment of the City’s deferred facilities maintenance needs is expected to be
completed during the current fiscal year. While the cost of this maintenance currently is
unknown, it is expected to be significant. Staff currently is analyzing various options to
finance this cost, including use of the newly created Facilities Maintenance Reserve.

e With the City’s renewed focus on economic development, including the addition of a
Community Development Specialist 1l to spearhead the effort, it is hoped the City will be
able to spur new development and enhance its tax base. Any such new development and
subsequent tax base enhancement are likely to be realized in future years, however. A
report on the program’s action/strategic plan and timeline is anticipated for early 2017.

RECOMMENDATIONS

Accept this staff report.
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